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2. PROPOSAL FOR RESTRICTIVE PURCHASE OF SUBMARINE LINE PIPE,, LONG MCAR 
WILMINGTON OIL FIELD, LOS acmes COUNTY - N.O. 3200,309.2. 

After consideration of Calendar Itep. 2 attached, and. upon motion duly-  mane 
and unaTiimously carried.)  the following resolution was adopted.: 

IRE cOnassxm Y.ODIFIES TIM RESOLUTION OF wpm= 23, 1965 (MINUTE I'M 2T, 
PAGE 11,749),  TO PERMIT THE FIELD CONTRACTOR FOR THE LONG BEACH UNIT TO MEET 
BIDDING FOR LINE PIPE REQUIRED TO CONSTRUCT ST.TBMARIM PIPELINES FOR THE FOUR 
OFFSHORE ISLANDS, 93 PIPE MAX.IFACTURED IN THE UNITED STATES, AS OUTLINED IN 
MUMS APPROVAL REQUEST 2-66. 

Attaebment 
Calendar Item 2 (2 pr ;es) 
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CALMAR ITEM 

2. 

PROPOS/V.4 FOR Emmamu PURCHASE OF SUBMARINE LINE PIPE, LONG BEACH UkITT, 
WILNINGTON OIL F1,1,D, LOS ME M': COUNTY - W.O. 5200.309.2. 

MUMS Long Beach Company, field, contractor for the Long Beach Unit, has 
requested City of Long Beach approval of a restricted bidding procedure 
requiring that line pipe used to construct the submarine pipelines from the 
four offshore islands be manufactured in the United States. The details of 
this request are set forth in THUMS Approval. Request 2-66, attached as 
Exhibit 

The Commission, at its meeting of March 1, 1966, deferred action on this 
item and requested that additional information be presented by the staff 'at 
the next 'meeting of+ the Coil:mission. 

At its meeting of SepteMber 23, 1965,  the Commission unanimously adopted the 
following resolution; 

"OIL 'MIL CASING, TUBING„ AIM LINE PIPE REQUIREMENTS FOR THE LONG 
BEACH UNIT DEVELOPMENT PROGRAM ARE TO BE PURCHASED "UNDER A PROCEDURE 
ortiemniGI 

OPEN COlgATITIVE BUI BY AIL SUPPLIERS; 

B. AWARD OF 	10 LOWEST RESPONSIBLE BIDD 

C. BM-  TO- Bis--RECKEVED ON AN INCER4ENT OR LNICIrlis, am  REQUIRE-
MENTS FOR A TOM O NOT MORE THAN ',MOSE REQUIRED Pal ME 
Ailnd:rytinD Ai' UAL DETr'eLOPMENT, BUT WITH ME UNMS'XILIDING THAT 
xitmAsEs :int BE 	INTO =Armes OF,SUFFICIENT SIZE TO 
PBOWCE AN OBJECTIVE EVALUATION OF THE1ROOEDURE. 

THIS_PROCEDURE IS SUBJECT, TO REVISI_BY THE STATE LANDS COWES-
RIM MOH TO  FUTURE CALLS FOR Bb)," 

Tr;azir.3 Low, Beach Cy-awe:ley is zr-esent 	!citing bid for ayoroximately 
:$400_.t:00 worth of line pipe xsa- _ metzelitiqs is 

euxe-itort an estimated 180000 barrels of crude oil per as/ :Zrow. loin" off-
eeleere 

It is imperative that in purchasing line pipe for this purpose the Long Beach 
Unit take every precaution to prevent anj line break -which would result in 
crude oil escaping into ocean waters off tong Beach, endangering public 
health, welfare, and safety. Bece.use of this danger, the field contractor 
has requested that the Commission modify their previous action for this 
specific purchase and permit the field. contractor to limit the purchase of 
'line pipe for these submarine pipelines to United States sources. 

THUMS Long Beach Company has submitted a memorandum (attached as Exhibit "B") 
indicating among other factors that the potential savings from the purchase 
of foreign pipe ulmld not exceed ten percent of the total, price (-pprotimate3y 
Vio,000 
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The reputation of domestic mills and their interest in public relations 
dictate that their services nc be limited to providing me.teriIs which 
only meet minim specifications. .A2.-001  judicial decisions have extended 
the law a manufacturers,  warranty to the point that a mill could be held 
responsible for damages arising out of failure of its pipe for intended 
use, A judgment against a foreign mill might be difficult to obtait.,  or_to 
enforee. 

The staff is of the opinion that this legal !.'".eis-EItion nova, result 
171414/41:411g higher emaItty pipe and -.$47„Avices titan frewign 

bidd.ers. Review of the experience with, 'stbniarine pipelines ott",5-tate tide 
and submerged lands' indicates the us-;) - 4' 'domestic pipe for submarine- pipe-
lines froM the offshore islands. win. if mare the highest degree of protection. 
to public health, welfare, and safety. 

In summary:, 

1.. Well casing and tubing purchased from foreign manufacturers and selected 
to meet the meniimum specification standards set by the Amerimn P•tro-
letim: Institute is satisfmtory-for-slql...stlrfac.e. well install.Atietes 
pipe faiIurea cannot hazard the general public health, welfare, and. 
safe .  

Experience of a Major testing laboratory has shown that pipe of foreign 
manufacture has a notably higher -incidence of rejection, particularly 
Etti operating levels abOVe minimum specifications, than domestica 
produced pipe, indicating that procedures of nanteacture, testing, and 
shipping by -United States mills genera.lly provide quality above mini-
mum specifications. 

The estimated cost for the total submarine pipeline requirements for 
the Long Beach project is $4001000 compared with at least $40,000,000 
to be expended for well casing and tubing. No practice will be -estab-
lished in the purchase or pipe for submarine lines which could be 
alleged to have further mandatory anplic.abilit4° to the project. 

The maximum price differential estimated, by foreign suppliers is 
$44l000. Such additional amount for domestic pipe appears to be 
justified as "insurance", particularly in consideration of the public 
health and safety hazards from a harbor submarine pipeline instal-
lation, and even the high cost of elimination of contamination result-
ing from any line failure. 

IT IS mamma) THAT THE Cni-MICSION MODIFY V-LE RESOLUTION OF 'SEPTEMBER 23-1  
1965 (iniuTz 11124 27, PAGE as719), TO pratir2 THE FIELD CONTRACTOR FOR ME 
LONG BEItCH UNIT TO latex MDDING 'OR LINE PIPE REQ,UMED TO CONSTRUCT SUB-
MARINE PIPELINES FOR THE FOUR OFFSHORE ISLAIMS, TO PIPE MANUFACTURED IN THE 
UNI 	r351 TES;  AS OUTZINIM IN MUMS APPROVAL REQUEST 2-66. 
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